
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

In t h e  Hatter of :  

TIME OF DAY T A R I F F  F I L I N G  BY U N I O N  1 
LIGHT, HEAT AND POWER COMPANY 1 CASE NO. 8870 

O R D E R  

I n  a J u l y  2 9 ,  l 9 8 5 r  i n t e r i m  Order i n  t h i s  c a s e ,  t h e  

Commission d e c i d e d  t h a t  Union L i g h t ,  Heat and Power Company 

("'ULHGP") s h o u l d  keep its t i m e - o f - d a y  ("TOD")  tariffs, 

Transmiss  i o n  Distribution Services-TOD ( " DS-TOD" ) and 

Services-TOD ("TS-TOD"), i n  effect for all those customers 

presently served under those t a r i f f s  and s t a t e d  t h a t  this 

d e c i s i o n  would become final u n l e s s  comments f i l e d  i n  r e s p o n s e  to 

t h e  Order persuaded t h e  Commission to change  its  d e c i s i o n .  

The Commission prov ided  t h r e e  r e a s o n s  for its d e c i s i o n  to 

c o n t i n u e  with t h e  TOD rate s t r u c t u r e  on a permanent b a s i s ,  These 

were: ( 1 )  a TOD r a t e  s t r u c t u r e  b e t t e r  ref lects  to t h e  customer 

t h e  cost it  is imposing o n  t h e  u t i l i t y ;  ( 2 )  t h e  TOD tariffs were 

reaaonsb ly  w e l l  accepted by c u s t o m e r s ;  and ( 3 )  TOD rates provide 

c u s t o m e r s  a d d i t i o n a l  options to control their  c o s t s  i n  t h e  event 

the economy or t h e  market for t h e  p r o d u c t s  or services they 

provide s h o u l d  r e q u i r e  such cost controls.  All of t h e  

participants and other parties were given u n t i l  August 16, 1 9 8 5 ,  

to f i l e  comments in response to t h e  J u l y  29 ,  1985, Order.  



Comments were f i l e d  by  t h e  f o l l o w i n g :  Square D Company; Mazak 

C o r p o r a t i o n :  FasTemp; Ken tucky  I n d u s t r i a l  U t i l i t y  Customers; 

Ken tucky  J o c k e y  C l u b  I n c o r p o r a t e d :  Rotek I n c o r p o r a t e d ;  Newport  

Water Works;  P lymouth  Steel  C o r p o r a t i o n ;  Gates Rubber  Company; 

S h i l l i t o  R i k e s ;  and  ULH&P.  Some of t h e  c o m p a n i e s '  comments  

i n d i c a t e d  that the TOD r a t e s  had  p r e s e n t e d  no problem and  t h a t  

some a c t i o n  had  been t a k e n  or was p l a n n e d  w h i c h  would  lead t o  

s a v i n g s  under t h e  TOD rate s t r u c t u r e .  Most of the comments ,  

h o w e v e r ,  e x p r e s s e d  c o n c e r n  w i t h  t h e  c o n t i n u a t i o n  of t h e  TOD ra te  

s t r u c t u r e .  The  p r i m a r y  c o n c e r n  w a s  t h a t  b e c a u s e  of the nature of 

a company ' s  business o p e r a t i o n  i t  c o u l d  n o t  s h i f t  a n y  of i ts  

operat i o n  t o  t h e  o f f - p e a k  pe r iod .  S o m e  c o n c e r n  w a s  a l so  

e x p r e s s e d  a b o u t  t h e  e f f e c t  a TOD ra te  s t r u c t u r e  m i g h t  h a v e  o n  

economic  d e v e l o p m e n t  i n  Ken tucky .  OLH&P e x p r e s s e d  i t s  concern 

t h a t  t h e  TOD r a t e  s t r u c t u r e  w a s  unfair to those companies t h a t  

c o u l d  n o t  s h i f t  some of t h e i r  demand fo r  e l ec t r i c  p o w e r  t o  t h e  

off-peak p e r i o d .  ULHCP also s t a t e d  t h a t  t h e  TOD rates had 

r e s u l t e d  i n  a s i g n i f i c a n t  r e v e n u e  s h o r t f a l l  a n d  r e q u e s t e d  t h a t  

t h e  company b e  a l l o w e d  t o  m o d i f y  i ts  TOD rates i f  t h e  TOD rates 

were t o  be c o n t i n u e d .  F u r t h e r ,  U L H & P  s t a t e d  t h a t  it b e l i e v e d  t h e  

TOD rates s h o u l d  be d i s c o n t i n u e d  or made o p t i o n a l .  

The Commission apprec ia tes  t h e  interest  of a l l  of t h o s e  who 

f I l e d  comments .  The  c o n c e r n s  e x p r e s s e d  t h e r e i n  have been 

c a r e f u l l y  we ighed  by the Commiss ion  i n  r e a c h i n g  its f i n a l  

d e c i s i o n  c o n c e r n i n g  TOD ra tes  i n  Ken tucky .  The Commiss ion  

u n d e r s t a n d s  t h e  c o n c e r n  of t h o s e  customers who c a n n o t  s h i f t  t h e i r  

e l e c t r i c a l  u s a g e  t o  t h e  o f f - p e a k  p e r i o d .  I n  r e s p o n s e ,  t h e  
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Commission r e a f f i r m s  its p r e v i o u s  s t a t e m e n t s  t h a t  a c u s t o m e r ' s  

i n a b i l i t y  t o  s h i f t  u s a g e  t o  t h e  o f f - p e a k  p e r i o d  is n o t  a 

s u f f i c i e n t  argument aga ins t  t h e  cont inuat ion of TOD rates. As 

t h e  Commission h a s  s t a t e d  i n  p r e v i o u s  O r d e r s ,  t h e  p r i m a r y  v i r t u e  

of a TOD r a t e  s t r u c t u r e  is t h a t  i t  b e t t e r  r e f l ec t s  t o  t h e  

customer t h e  cost  i t  is impos ing  o n  t h e  u t i l i t y .  The  m a t c h i n g  of 

ra tes  w i t h  costs  is an i m p o r t a n t  p r i n c i p l e  in t h e  Commiss ion ' s  

r a t e m a k i n g  process. 

The Commission h a s  c a r e f u l l y  c o n s i d e r e d  t h e  e f f e c t  TOD ra tes  

w i l l  h a v e  o n  t h e  b u s i n e s s  climate i n  Ken tucky .  T r a d i t i o n a l l y ,  

Kentucky r a t e p a y e r s  h a v e  r e c e i v e d  r e l i a b l e  power a t  r e a s o n a b l e  

rates.  E l e c t r i c i t y  rates i n  K e n t u c k y  are among t h e  l o w e s t  i n  t h e  

n a t i o n .  The Commission i n t e n d s  t o  see t h a t  t h e s e  r a t e s  r e m a i n  

c o m p e t i t i v e  i n  t h e  f u t u r e .  The Commission d i s a g r e e s  w i t h  t h o s e  

who a r g u e  t h a t  TOD ra tes  w i l l  a d v e r s e l y  a f f e c t  economic 

d e v e l o p m e n t .  I n  f a c t ,  TOD r a t e s  may w e l l  be a boon t o  e c o n o m i c  

d e v e l o p m e n t .  Companies  t h a t  a r e  a b l e  t o  s h i f t  t h e i r  u s a g e  t o  

less e x p e n s i v e ,  o f f - p e a k  p e r i o d s  may f i n d  these r a t e s  t o  be a n  

i n c e n t i v e  to  e i t h e r  l oca t e  in K e n t u c k y  or e x p a n d  t h e i r  current 

o p e r a t i o n s  h e r e .  F o r  c o m p a n i e s  t h a t  c a n n o t  s h i f t  t h e i r  u s a g e ,  

TOD r a t e s  w i l l  more a c c u r a t e l y  r e f l e c t  t h e  costs  t h e y  are  

imposing o n  t h e  u t i l i t y .  The o v e r a l l  result will be b e t t e r  u s e  of 

Based o n  s u r v e y s  by t h e  Nat ional  Association of R e g u l a t o r y  
U t i l i t y  C o m m i s s i o n e r s ,  t h e  a v e r a g e  cost of e l e c t r i c i t y  i n  
Kentucky ha6 h i e t o r i c a l l y  been among t h e  l o w e s t  of thoae  
reported. 



e x i s t i n g  g e n e r a t i n g  c a p a c i t y ,  as w e l l  as a m o d e r a t i o n  of t h e  n e e d  

for e x p e n s i v e  new g e n e r a t i o n  f a c i l i t i e s .  I n  t h e  l o n g  r u n ,  t h i s  

m o d e r a t i o n  w i l l  t e n d  t o  k e e p  down e lec t r ic  ra tes  a n d  m a i n t a i n  

K e n t u c k y ' s  h i g h l y  c o m p e t i t i v e  a b i l i t y  t o  p r o v i d e  e l ec t r i c  power 

at reasonable c o s t .  

The Commiss ion  r e c o g n i z e s ,  however, t h a t  t h e r e  may be 

i n d i v i d u a l  c o m p a n i e s  e i t h e r  now doing  b u s i n e s s  i n  Ken tucky  o r  

p l a n n i n g  t o  locate  h e r e  whose p a r t i c u l a r  o p e r a t i o n s  present 

u n i q u e  circumstances t h a t  l i e  o u t s i d e  t h e  scope of the concerns 

c o n s i d e r e d  i n  t h i s  O r d e r .  If s u c h  a case should arise,  t h e  

i n d i v i d u a l  company may s e e k  r e l i e f  by f i l i n g  a p e t i t i o n  w i t h  t h e  

Commiss ion  p u r s u a n t  t o  807 KAR 5:001, Sect ion 1 2 .  The Commission 

advises those who may choose t h i s  course of a c t i o n  t h a t  t h e  

granting of such a petition will be t h e  e x c e p t i o n ,  n o t  t h e  r u l e ,  

and  t h a t  t h e  p e t i t i o n e r  w i l l  h a v e  a heavy  burden t o  provide 

c o m p e l l i n g  e v i d e n c e  d e m o n s t r a t i n g  why it s h o u l d  n o t  be s u b j e c t  t o  

TOD rates. 

The Commission is c o n c e r n e d  by t h e  m a g n i t u d e  of  t h e  r e v e n u e  

d e f i c i t  r e p o r t e d  by ULH&P d u r i n g  t h e  TOD r a t e  e x p e r i m e n t .  

H o w e v e r ,  the recovery of t h i s  revenue d e f i c i t  must be dealt with 

i n  a c c o r d a n c e  w i t h  the C o m m i s s i o n ' s  r e g u l a t i o n s  €or  a n  a d j u s t m e n t  

in rates as o u t l i n e d  in 8 0 7  KAR 5 i 0 0 1 ,  S e c t i o n  10. Ra te s  c a n n o t  

be raised w i t h o u t  adhering t o  the procedures d e t a i l e d  i n  t h e  

r e g u l a t i o n .  The  Commiss ion  has p r e v i o u s l y  e x p r e s s e d  this v i e w  i n  

a J u n e  81 1983 ,  O r d e r  i n  A d m i n i s t r a t i v e  Case No. 203,  The  Deter- 

m i n a t i o n s  W i t h  Respect To The Ratemak ing  S tandards  I d e n t i f i e d  I n  

S e c t i o n  lll(d)(l)-(6) Of The  P u b l i c  U t i l i t y  R e g u l a t o r y  P o l i c i e s  
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A c t  Of 1 9 7 8 .  Therefore,  t h e  Commiss ion  d e n i e s  ULH6rP's  r e q u e s t  t o  

m o d i f y  its TOD t a r i f f s  a t  t h i s  time so as t o  r e c o v e r  t h i s  r e v e n u e  

s h o r t f a l l .  

As t o  ULIi&P's  request t h a t  the TOD ra tes  be c o n t i n u e d  on an 

o p t i o n a l  b a s i s  a t  t h e  d i s c r e t i o n  of t h e  c u s t o m e r ,  t h e  Commission 

d i s a g r e e s  a n d  d e n i e s  this request. T h e  Commiss ion  be l ieves  t h a t  

the likely revenue loss and the s h i f t i n g  oi C u s t o m e r s  b e t w e e n  

t a r i f f s  makes t h e  o f f e r i n g  of TOD r a t e s  o n  an o p t i o n a l  b a s i s  a n  

u n r e a s o n a b l e  a l t e r n a t i v e .  

The Commiss ion  b e l i e v e s  t h a t  TOD rates are a r e a s o n a b l e  r a t e  

s t ruc tu re  and t h a t  t h e  DS-TOD a n d  TS-TOD tariffs s h o u l d  be 

c o n t i n u e d  and made mandatory f o r  all c u s t o m e r s  w i t h  demands  of 

500 kilowatts or greater. W i t h i n  20 days of t h e  d a t e  of t h i s  

Order ,  ULHCP s h a l l  f i l e  i ts DS-TOD and TS-TOD tariffs after 

m o d i f y i n g  t h e  Applicability s e c t i o n  of t h e  t a r i f f s  to i nd ica t e  

t h a t  t h e y  are p e r m a n e n t  and  m a n d a t o r y  €or all c u s t o m e r s  with 

demands of 500 k i l o w a t t s  o r  g r e a t e r .  I n  i ts n e x t  r a t e  case, 

ULHLP s h o u l d  i d e n t i f y  o the r  c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  

c a p a b i l i t y  for TOD rates and e i ther  e x p l a i n  why t h o s e  c u s t o m e r s  

should n o t  be b i l l e d  u n d e r  a TOD ra te  s t r u c t u r e  or p r o v i d e  a TOD 

t a r i f f  t h a t  i . n c l u d e a  them. 

The Commiss ion ,  h a v i n g  c o n s i d e r e d  t h e  e v i d e n c e  of record and 

being a d v i s e d ,  is of t h e  o p i n i o n  and finds t h a t :  

1. The DS-TOD and TS-TOD t a r i f f s  s h o u l d  be c o n t i n u e d  a n d  

made m a n d a t o r y  for a l l  c u s t o m e r s  w i t h  demands of 500 k i l o w a t t s  or 

greater; t h a t  U L H & P  should modify t h e  A p p l i c a b i l i t y  s e c t i o n  of 
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t h e  t a r i f f s  to  so i n d i c a t e :  a n d  t h a t  ULH&P s h o u l d  f i l e  i ts 

r e v i s e d  t a r i f f s  w i t h i n  20 d a y s  of t h e  d a t e  of t h i s  Order. 

2. The r e c o v e r y  of t h e  r e v e n u e  d e f i c i t  t h a t  o c c u r r e d  d u r i n g  

the TOD e x p e r i m e n t  c a n  o n l y  be c o n s i d e r e d  upon an app l i ca t ion  by 

ULHCP i n  accordance w i t h  807  KAR 5:001, S e c t i o n  1 0 .  

3 .  I n  U L H & P ' s  n e x t  g e n e r a l  r a t e  case,  i t  s h o u l d  i d e n t i f y  

o t h e r  c u s t o m e r s  t h a t  h a v e  t h e  m e t e r i n g  c a p a b i l i t y  €or TOD r a t e s  

and  e i t h e r  e x p l a i n  why t h o s e  customers s h o u l d  n o t  be billed u n d e r  

a TOD r a t e  s t r u c t u r e  or provide a proposed TOD t a r i f f  t h a t  

i n c l u d e s  them. 

4 .  ULH&P s h o u l d  d i s t r i b u t e  t h i s  Order t o  a l l  of i t s  

c u s t o m e r s  t h a t  h a v e  p a r t i c i p a t e d  i n  t h e  TOD r a t e  e x p e r i m e n t .  

I T  IS THEREFORE ORDERED t h a t :  

1. The CS-TOD and  TS-TOD t a r i f f s  s h a l l  be c o n t i n u e d  a n d  

m a n d a t o r y  for  a l l  c u s t o m e r s  w i t h  demands  of 500 k i l o w a t t s  or 

greater :  t h a t  ULH&P s h a l l  m o d i f y  t h e  A p p l i c a b i l i t y  sect ion of t h e  

tariffs t o  so i n d i c a t e ;  and  t h a t  ULH&P s h a l l  f i l e  i ts r e v i s e d  

t a r i f f s  w i t h i n  20 days of t h e  d a t e  of t h i s  O r d e r .  

2. The recovery of t h e  r e v e n u e  d e f i c i t  that o c c u r r e d  d u r i n g  

t h e  TOD experiment can o n l y  be considered upon a n  a p p l i c a t i o n  by  

ULHCP i n  accordance w i t h  807  KAR 5:001, S e c t i o n  1 0 .  

3 .  I n  ULHLP'S n e x t  g e n e r a l  r a t e  case, it  s h a l l  i d e n t i f y  

o t h e r  c u s t o m e r s  t h a t  have t h e  m e t e r i n g  c a p a b i l i t y  for TOD r a t e s  

and  e i t h e r  e x p l a i n  why t h o s e  customers s h o u l d  n o t  be b i l l e d  u n d e r  

a TOD ra te  s t r u c t u r e  or  p ~ o v i d e  a p r o p o s e d  TOD t a r i f f  t h a t  

i n c l u d e s  them. 
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4 .  ULH&P s h a l l  d i s t r i b u t e  t h i s  Order to a l l  of its 

c u s t o m e r s  that have participated in the TOD rate experiment. 

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  25th  day of October, 1985. 

PUBLIC SERVICE COMMISSION 

ATTEST : 

Secretary 


